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SACRAMENTO UPDATE

StateLegislativeUpdate on Workers’ CompensationReform

On April 16, 2004 the Legislature adopted the Conference Report on SB 899
(Poochigian),the final vehicle for a workers’ compensationreform package. The vote
was 77 to 3 in theAssemblyand 33 to 3 in theSenate. The bill now proceedsto the
Governor, who has indicated it will be signed(Monday) April 19, 2004, in Southern
California.

In early 2003, the County supported a seriesof reform measuresthat would have
provided savingsor cost avoidanceof roughly $60 million annually. The enactmentof
AB 227 (Vargas)andSB 228 (Alarcon) in 2003 will provide the County with anticipated
savings of $25 million. The savings from SB 899 are estimated at more than
$25 million, bringing County savingsfrom workers’ compensationreform to at least
$50 million.

A comparisonof the reform measuresadopted by the Board and the pertinent
provisionsof SB 899 areattached, In addition, SB899 containsthefollowing provisions
that will affecttheCounty’sworkers’ compensationprogram:
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Disability/TemporaryDisability

• Employermust authorizetreatmentto a maximumof $10,000during initial period
of investigationuntil decisionto acceptor denyclaim.

• Temporarydisability is limited to 104weeksfor mosttypesof injuries.
• Treatment for injury or illness must be consistentwith American College of

Occupational and Environmental Medicine (ACOEM) Occupational Medicine
PracticeGuidelines.
Treatmentnot includedin ACOEM Guidelinesmustfollow protocolspublishedby
medicalspecialtysocietiesand be basedupon scientific medicalevidencethat is
nationally recognizedand peer-reviewed.

• Medical treatmentis basedupon the criteria of what is reasonablyrequired to
“cure or relieve” the injured workerfrom theeffectsof his or her injury.

• Limits occupationaltherapyto 24 visits per industrial injury. Previous limit of
24 visits appliesonly to physicaltherapyandchiropractictreatment.

PermanentDisability

Reducespermanentdisability benefitsfor minor injuries (ratingsof lessthan 15%) and
increasespermanentdisability benefitsfor major injuries (ratingsin excessof 70%).

Medical Billing andPayments

Requiresmedicalbillings to beproperly itemized,
o Confirms that paymentfor medical servicesis limited to the maximum amountin

theofficial medicalfeeschedulein effect on dateof service.

Vocational Rehabilitation

Reestablishesa vocational rehabilitation unit to foster review and approvevocational
rehabilitation plans and fees developedby qualified rehabilitation representativesfor
injuries that occurredprior to January1, 2004. This is to cleanup an erroneousrepeal
of the rehabunit that occurredlast year.

Return-to-WorkProvisions

An employerwith more than 50 employeesmust offer an injured employeeregular
work, modified work, or alternativework to accommodatehis or her disability within
60 daysof adisability becomingpermanentandstationary.

Sacto Uptate/sacto o4t904 wc reform
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• Employeesreceivea 15% increasein disability benefitsif employersdo not offer
regular, modified or alternative work within 60 days of achieving permanent
disability status.

• Employers can reduce employeedisability benefits by 15% if an employee
refusesan alternateor modifiedwork situation.

Fraud Prevention

• Immunity from civil suits for personswho, in good faith, report suspectedfraud
activity.

Speaking from the floor during
indicatedthat he recognizedthe
can put any additional savings
providing local services. He also
until 2005.

action on SB 899, SenatePresidentJohn Burton
needfor moreassistanceto local governmentswhich

derived from workers’ compensationreform into
called for no moreworkers’ compensationlegislation

We will continueto keepyou advised.
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Attachment

ExecutiveOfficer, Boardof Supervisors
CountyCounsel
Local 660
All DepartmentHeads
LegislativeStrategist
Coalition of County Unions
California ContractCitiesAssociation
lndependentCitiesAssociation
Leagueof California Cities
City ManagersAssociations
BuddyProgramParticipants
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Attachment

Comparison of County Policy on Workers’ CompensationReform to SB 899 (Poochigian)

Requires use of American Medical Association (AMA)
Disability Guidelines to promote a more objective system
for determining permanent disability.

Subject County Policy Related SB 899 Provision
Health Care Networks for
Workers’ Compensation
Treatment

Allows employers to develop high quality networks of
health care plans and providers to treat injured workers,
Establish a physician certification program for physicians
treating workers’ compensation cases.

Treatment provided from employer list of
health care service plans (Knox’~Keene) and
certified health care organizations with
approval by State.

• Pre-designated physician allowed only if
within group health network.

• Provides for up to three medical
opinions for the same injury to resolve
medical treatment dispute.

Treating Physician
Presumption

Completely repeal the treating physician presumption of
correctness,

Completely repeals the treating ~
presumption of correctness.

Independent Medical
Review

Establishes an independent medical review process with
physicians trained in occupational medicine to resolve
treatment issues.

Provides for independent medical review of
disputed health care services by qualified
medical experts with expertise in area of
disability or illness.

Alternate Dispute
Resolution

Allows all employers to use an alternative dispute
resolution system to resolve workers’ compensation claims
with involvement with applicable unions.

Employers with collective bargaining units Can
negotiate alternate dispute resolution program
for medical and disability benefits.

Return4o~Work Includes public sector in the return-to-work incentive
program.

Return-to-work provisions amended to include
public or private small employers with 50 or
less employees.

Disability Guidelines AMA guidelines used to evaluate level of
d isab i I ity.



Subject County Policy Related SB 899 Provision
Apportionmentof Pre-
existing Conditions

Requiresphysician’sdiagnosticreportsto addressthe
contributionof pre-existingconditionswhen establishing
permanentdisability.

Physiciansmustapportionpermanentdisability
baseduponcausation,

• Any prior permanentdisability awards
presumedto existat time of injury.

• Permanentdisability rating cannot
exceed100%for single partof body
over lifetime.

Non-work-RelatedInjury
or Illness

Eliminatesthe employer’sliability for prior non-work-
relatedillness.

Employer liable only for portion of disability —

directly causedby injury.

PenaltyRevision Revisespenaltiesfor delayor denialof benefitsto
maintainsubstantialpenaltiesfor employerswho
continuallyfail to payclaims,andreduceor cap penalties
for minor paymentdelays.

Penaltiesfor delayof benefitslimited to
paymentdelayedand25% of thedelayed
payment,or$10,000,whicheveris less,
Statemayinvoke penaltyof up to $400,000
penalty for employerswhoselatepayments
displaya“frequencythat indicatesageneral
businesspractice.”

PenaltyClaim Time Limit Establishesa oneyearstatuteof limitationsfor filing
penaltyclaims,

Two-yearstatuteof limitations for filing penaRy
claims.

Disability RateProblem Correctsthe minimumtemporarydisability rate problem
that resultsin personsreceivingmoremoneywhile
disabledthanwhen they returnto work.

Not included,

DecedentPayment RepealsLabor CodeSection4702(a)(6) thatprovidesfor
paymentsto decedent’sestatewhenworkerdieswithout
dependents.

Not included.

Burdenof Proof Amendsburdenof proof andstandardsfor determiningjob
relatednessfor cumulativeinjuries.

Not included,
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